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THE  SYSTEM  OF  CREDIT  AS  PRACTISED  BY 

CO-OPERATIVE  SOCIETIES. 

^ 

1 1 1HE  “credit  system,”  especially  when  considered  in  connection 
with  the  dealings  of  co-operative  societies,  is  not  a pleasant 
subject  to  write  upon,  but,  at  the  present  juncture,  it  would  appear  to 
be  almost  a matter  of  necessity  for  co-operators  to  take  up  this  matter 
in  earnest. 

The  publication  of  the  Annual  Return  of  the  Chief  Registrar  of 
Friendly  Societies  relating  to  the  business  transactions  of  Industrial 
and  Provident  Societies  for  the  year  1886,  marks  a distinct  period  in 
co-operative  history.  It  discloses  the  flourishing  existence  of  a state 
of  things,  or  system  of  doing  business,  which  many  of  us  fondly  hoped 
had,  through  organised  co-operative  action,  become  almost,  if  not 
entirely,  extinct.  Indeed,  for  years  past  it  has  been  the  proud  boast  of 
oo-opea’ators,  in  private  as  well  as  on  public  platforms,  that  they  have 
been  instrumental  in  displacing  the  thriftless  system  of  buying  goods 
on  credit,  and  have  substituted  in  its  place  the  plan  of  prompt  cash 
payments.  It  comes,  therefore,  upon  the  majority  of  co-operators  as 
a matter  for  surprise  to  discover  that  the  system  of  giving  credit  to 
members  for  goods  purchased  obtains  to  such  an  alarming  extent  in 
connection  with  co-operative  societies. 


i THE  SYSTEM  OE  CBEUlT  AS  PKACTISICD  BY  CO-OPEHATIVE  SOCIETIES. 

The  old  pioneers,  knowing  the  baneful  effects  of  the  system  of 
trading  at  that  time  in  vogue,  were  very  careful  to  insert  in  their  first 
constitution  a provision  requiring  all  members  to  pay  cash  for  goods. 
^None  knew  better  than  those  brave  old  reformers  what  a curse  the 
system  of  trading  on  deferred  payments  could  prove  to  poor  working 
men  with  limited  incomes;  what  temptations  were,  in  this  manner, 
placed  in  the  way  of  poor  families  incurring  liabilities  from  which  they 
could  never  hope  to  be  free,  and  thereby  in  many  cases  putting  them* 
selves  in  the  power  of  unscrupulous  traders  who  did  not  hesitate  to 
take  full  advantage  of  the  position  they  thus  obtained, — the  customers 
having  to  suffer  in  many  ways,  but  especially  in  regard  to  the  price 
and  the  quality  of  the  goods  they  consumed.  Our  founders,  therefore, 
determined  at  the  very  outset  that  the  new  system  which  they  intended 
to  originate  should  take  a sound  position  in  reggrd  to  this  important 
question,  and  that  they  would  take  their  stand  on  the  principle  of 
every  man  and  woman  discharging  their  liabilities  in  the  world  as  they 
went  along,  without  fear  of  the  “ shop  book,”  with  its  heavy  burden 
of  debt,  haunting  them  constantly  like  some  dreadful  nightmare. 

In  face,  then,  of  the  somewhat  formidable  indictment  with  which 
our  movement  is  charged  in  the  Blue  Book  before  mentioned,  we  may 
well  ask  how  comes  it  that  co-operators  in  these  latter  days  have  so 
far  forj,otten  first  principles  as  to  have  adopted  a method  of  trading 
from  which  the  founders  of  our  system  recoiled,  and  which,  had  it 
been  adopted  in  the  early  days  of  the  co-operative  movement,  would 
certainly  have  proved  its  ruin. 

We  propose  in  this  article  to  analyse  to  some  extent  the  Eegistrar’s 
Returns  to  which  we  have  alluded,  and  endeavour  to  see  how  far  the 
movement  deserves  the  reproach  thus  cast  upon  it.  We  will  inquire, 
as  far  as  possible,  into  the  causes  which  have  operated  to  bring  about 
this  departure  from  principle,  and  also  ascertain  how  far  lemedial 
measures  can  be  suggested.  Let  us  commence,  then,  by  giving  a 
statement  of  the  case  as  it  appears  in  the 
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Return  of  the  Registrar  for  1886. 


1 


County. 

Number  of 
bocietiea 
making 
Returus. 

Number  of 
So‘*ietiea 
giving 
Creuit. 

Per  cent  of 
Societies. 

ENGLAND. 

Bedford 

6 

2 

33  33 

Berks 

3 

1 

33  33 

Buckingham 

9 

3 

33-33 

Cambridge  

3 

1 

33  33 

Cheshire 

30 

22 

73-33 

Cornwall  

9 

7 

77  77 

Cumberland  

21 

15 

71-43 

Derby 

37 

! 21 

56-75 

Devon  

7 

3 

42  85 

Dorset  

4 

3 

75-00 

Durham 

j 56 

32 

57-14 

Essex 

14 

5 

35  71 

Gloucester 

10 

3 

30-00 

Hants 

5 

3 

60-00 

Hereford  

1 

0 

00  00 

Her  ford  

7 

4 

57-14 

Kent  

21 

11 

52-38 

Lancaster  

192 

108 

56-25 

Leicester  

29 

5 

17-24 

Lincoln 

9 

6 

66  66 

Middlesex 

48 

12 

25-00 

Monmouth  

4 

2 

50-00 

Norfolk  

3 

0 

00  00 

Nortbamptou 

40 

18 

45-00 

Northumberland  ' 

42 

19 

45-23 

Nottingham  

34 

7 

20  58 

©.tford  

7 

4 

57-14 

Salop i 

6 

2 

33-33 

Somerset  

8 

4 

5000 

Stafford 

14 

12 

85-71 

Suffolk  

10 

5 

60-00 

Surrey 

15 

5 

33-33 

Sussex  

0 

3 

60-00 

Warwick 

22 

12 

54-54 

Westmoreland  

7 

4 

57-14 

Wilts 

8 

7 

87-50 

Worcester 

11 

6 

64-54 

York  

189 

134 

70-89 

Total  England  

946 

611 

54-01 

esa 
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Return  of  the  Registrar  for  1886. — Con. 


County. 

WALES. 

Carnarvon 

Denbigh 

Glamorgan 

Montgomery 


Total  Wales 


SCOTLAND, 

Aberdeen  

Argyle 

Ayr 

Banff 

Berwick 

Bate  

Caithness  

Clackmamiau 

Dumbarton  

Dumfries  

Edinburgh 

Fife  

Forfar  

Haddiugton  

Inverness  

Kincardine  

Kinross  

Lanark  


Linlithgow 


Peebles  . 
Perth  . . . 
Renfrew  . 
Roxburgh 
Selkirk  . 
Stirling  . 


Number  of 
Socioties 
making 
Returns. 


Total  Scotland 
IRELAND. 


320 


Antrim 
Armagh 
Cork  . . 
Dublin 
Louth  . . 


Number  of 
Societies 
giving 
Credit. 


195 


Total  Ireland 


Per  cent  of 
Societies. 


00-00 

10000 

82- 35 
0000 

75-00 

33-33 

100-00 

44- 44 
100-00 
100-00 
100-00 

0000 

88-88 

45- 45 

83- 33 
55-55 

69- 69 
57-14 

100-00 

100-00 

00-00 

66-66 

55- 55 
33-33 

100-00 

70- 58 

56- 25 
75-00 

100-00 

67-85 

60-93 

100-00 
00-00 
100-00 
00  00 
00-00 

65-55 
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Return  of  the  Registrar  for  1886.— Con. 

SUMMARY. 


England 
Wales . . , 
Scotland 
Ireland . 


Societies 

making 

l^turns. 

Societies 

giving 

Credit. 

946 

611 

20 

15 

320 

195 

9 

6 

1295 

726 

Per  cent  ol 
Societies 
giving 
Credit. 


64-01 
75-00 
60  93 
55-55 

66-06 


According  to  the  above  statement  it  will  be  seen  that  1,295  societies  in 
Great  Britain  and  Ireland  made  returns  to  the  Registrar.  Of  this 
number  no  less  than  726  practised  a system  of  giving  credit  to  a 
greater  or  less  extent— 48  societies  did  not  make  returns,  but,  as  we 
take  the  official  return  as  the  basis  of  our  argument,  these  defaulters 
will  not  enter  into  our  calculations.  Now,  we  must  admit  that  a bald 
Btatement  of  this  description,  were  it  not  capable  of  being  more 
satisfactorily  explained,  would  be  rather  an  ugly  blot  upon  the 
operations  of  co-operative  societies.  We  do  not  doubt  that  the 
secretaries  or  other  officials  of  the  various  co-operative  societies  have 
truthfully  stated  the  position  of  their  societies  in  relation  to  this 
question,  but  the  term  “ credit  ” is  capable  of  so  many  different 
interpretations  that  we  think  we  are  justiaed  in  examining  rather 
more  closely  into  these  returns,  and  thus,  if  possible,  ascertain  the 

exact  nature  of  the  “ credit  ” to  which  they  allude. 

We  will  therefore  proceed  to  a further  analysis  of  the  official  returns. 
For  this  purpose,  as  it  is  our  intention  to  deal  only  with  the  retail 
societies,  we  must  deduct  from  the  statement  previously  given  in 
England  twenty-eight  societies,  in  which  are  comprised  clubs,  loan 
societies,  trading  banks,  and  other  associations  which  do  not  properly 
come  under  the  head  of  co-operative  societies,  only  two  of  which  are 
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stated  as  giving  credit.  We  must  also  deduct  the  Co-operative 
Wholesale  Society,  the  Co-operative  Newspaper  Society,  and  nineteen 
productive  societies,  all  of  which  are  down  in  the  return  as  giving 
credit.  The  character  of  the  various  businesses  engaged  in  by  these 
societies  being  entirely  different  from  that  of  the  distributive  stores, 
almost  necessitates  credit  being  indulged  in  to  some  slight  degree, 
therefore  we  shall  find  it  best  to  separate  these  exceptional  cases  from 
the  retail  societies  and  deal  with  the  latter  on  their  met  its. 

In  Scotland  the  same  argument  applies  to  five  societies,  viz. — the 
Scottish  Wholesale  Society,  two  productive  societies,  and  two  land  and 
building  societies  which  are  stated  as  giving  credit ; and  thirteen  land 
and  building  societies  which  are  included  in  the  Returns  but  do  not 
give  credit. 

We  get  by  this  deduction  the  following  table : — 


Retail 

Societies. 

Number 

giving 

Credit. 

Per  cent 
of  Societies 
giving  Credit. 

England  ...... 

897 

488 

54-40 

Wales  

20 

15 

75-00 

Scotland 

302 

190 

62-91 

Ireland 

9 

5 

55-55 

1228 

698 

56-84 

The  difference  in 

the  percentage  between  this  and 

the  preceding 

table  is  scarcely  appreciable,  but  at  any  rate  we  now  know  exactly  the 
nature  of  the  societies  with  which  we  have  to  deal.  By  the  above 
table  we  see  that  the  percentage  of  societies  selling  goods  on  credit  is 
largest  in  Wales,  next  Scotland,  then  Ireland,  and  is  the  lowest  in 
England. 


. AnaiiTsis  op  the  Oppiciai.  Return. 

The  following  analysis  will  give  some  idea  as  to  the  conditions 
under  which  this  credit  is  given ; — 
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Analysis  of  the  Official  Return. 


CoDNxr. 

ENGLAND. 

Number  of  Retail  Societies 
giving  credit. 

Without  limit  or 
conditions. 

Limited  by  fixed  time 
for  payment. 

Restricted  to  some  flxed 
sum  per  member. 

Limited  to  some  proportion, 
or  amount  of,  share  capital 
held  by  a member. 

Confined  t<>  certain  special 
articles,  such  as  Coal,  Breads 
FlouVf  or  Drapery^  with 
specified  time  for  payment. 

Bedford 

2 

• • 

1 

• • 

1 

• • 

Berks  

1 

• • 

1 

• • 

• • 

• • 

Rnckin0hfl,m  

3 

• • 

1 

1 

• • 

1 

Oambridere 

1 

1 

• • 

• « 

• • 

• • 

r-hcflhirft 

22 

3 

5 

14 

• • 

• • 

Oornwall  

7 

1 

1 

5 

• • 

• • 

Cumberland  % . 

llerhy  

15 

21 

• • 
7 

3 

3 

12 

7 

• • 

. • 

4 

Devon 

2 

# • 

1 

e • 

i 

. • 

Dorset 

3 

• • 

1 

« • 

2 

• • 

Durham  

31 

2 

5 

2 

20 

2 

FifiseY  

5 

2 

2 

• • 

• • 

1 

frloneeRter 

3 

• • 

1 

1 

1 

• • 

Hants  • • • • 

3 

• • 

3 

• t 

• • 

• • 

Hereford 

0 

% « 

• • 

• • 

• • 

• • 

H ertf ord  

4 

2 

2 

• • 

• • 

• • 

Kent  

10 

1 

5 

2 

2 

• • 

Dancaster  

100 

12 

19 

12 

51 

6 

Tjeieester 

4 

2 

1 

• • 

1 

• • 

Lincoln  • . • 

6 

1 

• • 

2 

2 

1 

Middlesex  

10 

6 

3 

1 

1 

• • 

Mo  h month 

2 

2 

• • 

• • 

• • 

• • 

Norfolk  

0 

• • 

• • 

• • 

• • 

• • 

Northampton 

17 

2 

5 

4 

6 

1 

Northumberland  .... 
Nottin^rham  

18 

7 

1 
• • 

6 

5 

3 

• • 

5 

1 

3 

1 

Ov'ford 

4 

• t 

2 

• • 

2 

• 9 

Salon  

2 

1 

• • 

• • 

1 

9 9 

Somerset 

4 

• • 

. • 

• • 

2 

2 

Stafford  

12 

4 

2 

• • 

6 

• 9 

SnflPolk 

5 

• * 

• • 

* . 

5 

• • 

Snvrev 

5 

1 

2 

1 

• • 

1 

Sussex  

3 

1 

2 

• • 

• • 

• • 

Warwick 

11 

4 

1 

1 

4 

1 

Westmoreland  

4 

• • 

1 

• a 

3 

• • 

Wilts  

7 

• « 

2 

1 

4 

• • 

Worcester  

6 

1 

1 

• • 

2 

2 

York  

128 

23 

26 

. 8 

46 

25 

1 

488 

79 

113 

i 

i i 

; 168 

i 51 

I 
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Analysis  op  the  Official  IIetubn.-  Cow. 


County. 

WALES. 

1 

Number  of  Retail  Societies  | 
giving  credit. 

Without  limit  or 
conditions. 

Limited  by  fixed  time 
for  payment. 

Restricted  to  some  fixed 
sum  per  member. 

Limited  to  some  proportion, 
or  amount  of,  shave  capital 
held  by  a member. 

Confined  to  certain  special 
articles,  such  as  CoaZ,  Breads 
Flour,  or  Drapery,  with 
specified  time  for  payment. 

(laniarvon  

0 

• • 1 

• • 

• • 

• • 

• • 

Dftnbiffh  ..•*•••••••• 

1 

1 

• • 

1 

• • 

• • 

• • 

rHamorpraTi 

14 

2 

1 

2 

9 

• • 

Montgomery  

0 

• e 

• « 

0 • 

• • 

• • 

SCOTLAND. 
Aberdeen 

15 

2 

2 

2 

9 

• • 

1 

• • 

• • 

1 

• • 

Arprrle 

1 

• • 

• • 

• • 

1 

• • 

\vr 

12 

• • 

1 

• • 

9 

2 

Rji.nflP  - - 

2 

. • 

* • 

2 

• • 

*Rprwiek  

1 

• • 

• * 

• • 

1 

» • 

T^ntA  

1 

• • 

• • 

• • 

1 

• • 

n^^.itbness  

. > 

. • 

• • 

• • 

• • 

Olaekinaiiiian  •••»•• 

9 

• • 

1 ^ 

• • 

6 

• • 

TTmnbfl.rtnn  ........ 

6 

• • 

• • 

• • 

5 

. • 

Dumfries 

Kilinbursli  

6 

14 

• • 
• • 

• * 
1 

• « 

2 

5 

11 

• • 
« • 

Fife 

22 

• • 

• « 

3 

19 

« • 

Forfar  

12 

2 

• • 

2 

1 ® 

• • 

4 

. • 

• • 

2 

2 

> % 

IiiverDe?8  •••••*•«.• 

2 

• » 

• • 

• • 

1 

1 

Kincardine 

Kinross 

0 

2 

• « 

• • 
• • 

• • 
• • 

• t 

2 

• * 

Tiftna.rk  

39 

3 

1 

2 

32 

1 

T.inlitbnrnw  .......... 

2 

• • 

. • 

4 • 

2 

t • 

pApblpfl  

3 

• « 

* . 

• • 

3 

• • 

Pertb  .•.••••••••••• 

.’2 

1 

2 

2 

7 

. • 

pAnfrAW  

16 

f • 

2 

1 

13 

• • 

Roxburgh  .••••«•• t . 

3 

0 • 

• • 

1 

' 2 

« * 

Selkirk  

Stirling  

4 

19 

• • 
» • 

4 « 

• # 

1 

4 

: 18 

• • 
• • 

IRELAND, 

A nfinm  

190 

6 

9 

16 

1 156 

4 

4 

• • 

1 

• <r 

3 

• • 

A »*mQ.€yb  ............ 

0 

•j  ► 

• • 

• • 

• » 

• • 

Cork  

1 

* • 

• * 

• €> 

1 

• • 

0 

• • 

• « 

• • 

• « 

• • 

Louth 

0 

• t 

• • 

t « 

5 

• • 

1 

• » 

4 

1 * * 

• • 
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Analysis  of  the  Official  Return. — Con. 


SUMMARY. 


1 

- 1 

t 

L 

Number  of  Retail  Societies 
giving  credit. 

Without  limit  or 
conditions. 

Limited  by  fixed  time 

for  payment. 

1 

Restricted  to  some  fixed 
sum  per  member. 

Limited  to  some  proportion, 
or  amount  of,  share  capital 
held  by  a member. 

Confined  to  certain  special 
articles,  such  as  Coal,  Bread, 
Flour,  or  Drapery,  with 
specified  time  for  payment. 

i 

1 

1 . 
■ 

t 

\ 

] 

( 

England 

488 

79 

113 

77 

168 

51 

i Wales 

1 ^ 

15 

2 

2 

2 

9 

• • 

1 Scotland 

190 

6 

9 

16 

165 

4 

Ireland  

6 

« • 

1 

• • 

4 

• • 

A 

« 

1 

f' 

698 

87 

125 

95 

336 

55 

A- 


1 


I 


By  the  foregoing  analysis  and  summary  we  obtain  an  insight  into 
the  system  of  credit  in  all  its  various  degrees,  viz.: — 

(1)  Without  limit  or  conditions; 

(2)  Limited  by  fixed  time  for  payment ; 

(3)  Restricted  to  a fixed  sum  per  member  ; 

(4)  Limited  to  some  proportion,  or  amount  of,  share  capital  held 
by  a member ; 

(5)  Confined  to  certain  special  articles,  such  as  Coal,  Bread,  Flour, 

or  Drapery,  with  specified  time  for  payment. 

Now,  although,  as  a matter  of  principle,  we  hold  all  “ credit  ” to  be 
wrong,  it  is  quite  true  the  evil  may  exist  in  a variety  of  degrees — some 
not  BO  bad  in  their  effect  as  others ; so,  for  present  purposes,  we  place 


4 


1 
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these  degrees  in  the  order  as  they  appear  here,  allotting  to  each  the 
place  of  precedence  in  proportion  as  we  believe  it  to  be  the  more 
dangerous  in  practice. 

It  will  at  once  be  seen  by  this  process  of  analysis,  that  the  hare 
statement  of  facts  contained  in  the  Registrar’s  Return  becomes  con- 
siderably modified.  Of  the  698  societies  which  are  reported  as  giving 
credit,  only  87  practice  the  system  without  limit  or  condition. 

Small  as  this  number  is  compared  with  the  total  of  698,  it  is  far 
from  satisfactory  to  have  to  acknowledge  that  so  many  of  our  societies 
carry  on  this  un-co-operative  method  of  doing  business.  For  this 
species  of  credit  there  can  be  no  defence.  It  places  within  reach 
of  the  thriftless  and  improvident  the  means  of  plunging  hopelessly 
into  debts  that  in  many  cases  they  can  never  liquidate,  and  fixes 
upon  such  people  a burden  which  fastens  its  weight  upon  them  for 
life.  It  was  such  as  these  that  co-operation  was  intended  to  redeem, 
and  societies  that  lend  themselves  to  this  thriftless  habit  have  not  half 
comprehended  their  mission. 

In  regard  to  the  two  stages  or  degrees  appearing  next  in  order  on 
the  list,  viz.,  the  125  societies  which  give  credit  “limited  by  fixed  time 
for  payment,”  and  the  95  societies  which  “ restrict  the  amount  of 
credit  to  a fixed  sum  per  member,”  we  must  confess  that,  speaking 
generally,  we  find  them  very  little  better  in  degree  than  the  87  first 
named,  which  give  credit  without  limit  or  conditions.  In  both  of  these 
systems  a premium  is  offered  to  improvidence  and  thriftlessness.  In 
the  one  case  the  “ fixed  time  ” for  payment  ranges  from  two  days  to 
three  months  ; in  the  other  the  “ fixed  sum  ” varies  from  lOs.  to  £40 
per  member.  It  is  very  evident  that  these  conditions  will  allow  of 
considerable  amounts  being  run  up  as  debts  w'hich  the  debtors  will,  in 
a majority  of  cases,  have  to  discharge  by  instalments,  thus  increasing 
the  risk  of  eventual  loss  and  causing  a large  amount  of  extra  work  to 
the  officials  of  the  society,  with  expenses  consequent  thereon,  which 
under  a system  of  ready-money  payments  would  not  he  incurred. 
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As  regards  the  three  varieties  of  the  credit  system  so  far  dealt  with, 
the  societies  do  not  possess  any  security  for  the  recovery  of  these  debts 
beyond  the  power  given  them  by  common  law.  In  the  case  of  some  it 
is,  we  believe,  their  practice  not  to  pay  dividend  on  the  purchas*  s of 
members  who  do  not  discharge  the  whole  of  their  debts  at  the  end  of 
the  quartei’.  If  such  be  the  case  we  may  gather,  from  the  amounts 
regularly  appearing  in  societies  balance  sheets  under  the  proper 
designation  as  “ accounts  owing  by  members,”  and  in  some  other 
instances  where  such  amounts  are  quietly  and  ingeniously  made  to 
figure  in  the  accounts  as  part  of  the  “ stock  on  hand,”  that  many 
members  are  unable  to  pay  off  these  liabilities  when  due,  and  thus 
forfeit  their  right  to  dividend  on  their  purchases.  In  this  way  mem- 
bers lose  aU  the  advantages  which  it  is  intended  should  be  conferred 
upon  them  by  a system  of  co-operative  trading. 

It  is,  however,  in  division  (4),  where  societies  to  the  number  of  336 
“limit  the  credit  to  some  proportion,  or  amount,  of  share  capital,” 
that  we  find  the  societies  hardest  to  convince  of  the  evils  of  the  credit 
system.  They  can  enter  into  plausible  arguments  as  to  the  soundness 
of  their  system.  They  will  tell  you  there  is  no  risk  of  loss  in  the  way 
thny  manage  this  credit  business  ; in  fact,  some  will  not  acknowledge 
that  they  do  give  credit  so  long  as  a member  in  making  purchases  does 
not  exceed  the  amount  of  his  share  capital.  This  reasoning,  however, 
does  not  make  their  position  sound,  and  if  closely  examined  it  will  be 
found  to  rest  upon  a misconception  of  the  relation  of  one  thing  to 
another.  We  are  quite  wiUing  to  grant  that  some  societies  have  been 
very  prosperous  while  trading  on  this  system,  but  while  some  have 
prospered,  others  have  been  ruined  by  it. 

In  co-operative  businesses,  above  aU  others,  share  capital  and  trade 
transactions  ought  to  be  treated  as  separate  and  entirely  distinct.  To 
look  upon  share  capital  as  a trade  deposit,  on  which  members  can 
obtain  goods,  is  a sure  method  of  making  the  position  of  any  society 
weak  and  unsound.  Share  capital  is  subscribed  for  the  purpose  of 
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CBtablisbiog  a society  in  its  business — to  build  and  stock  shops  and 
warehouses — to  enable  it  to  enter  the  markets  and  purchase  upon  the 
best  possible  terms;  as  such,  therefore,  share  capital  ought  always 
to  be  kept  intact,  and  not  be  subject  to  spasmodic  drafts  upon  its 

resources,  by  way  of  recouping  trade  debts. 

Tn  moat  oases  of  this  limitation  of  credit  by  shares,  the  proportion 
is  three-fourths,  but  in  many  societies  members  are  allowed  to  trade 
on  the  whole  amount.  Now,  we  may  safely  say  that  very  few  societies 
could  afford  to  have  three-fourths  of  their  share  capital  locked  up  in 
stock  or  trade  debts,  much  less  could  they  contrive  to  spare  the  whole 
of  it  for  such  a purpose;  besides,  as  the  stock  goes  out,  either  for  cash 
or  on  credit,  it  must  be  replenished,  otherwise  the  trade  of  the  society 
will  suffer.  It  is  therefore  patent  enough  that  one  of  three  things 
must  happen  under  such  a system — (1)  That  if  the  capital  raised  is 
only  just  sufficient  to  carry  on  the  business  of  the  society,  only  a 
portion  of  the  members  trade  on  the  credit  system  at  the  expense  of 
the  remainder,  who  pay  ready  money:  (2)  that,  if  the  capital  is 
limited,  as  in  (1),  and  all  the  members  take  credit  to  the  full  extent 
allowed,  the  society  must  always  be  in  debt  to  the  firms  from  whom 
it  obtains  its  wholesale  supplies  ; or  (3),  where  the  whole,  or  a greater 
portion  of  the  members,  can  trade  upon  their  holdings  without  incon- 
venience to  the  society,  it  is  a proof  that  the  share  or  loan  capital  is 
largely  in  excess  of  what  is  really  required  for  the  purpose  of  the 
society’s  business. 

Regarding  these  alternatives,  we  cannot  believe  that  any  co-operatoi 
would,  wilfully  and  knowingly,  trade  at  the  expense  of  his  fellow- 
member,  but  such  is  certainly  the  case  where  credit  is  given  under 
such  conditions  as  prevail  in  clause  (1).  Nor  can  we  suppose  that 
co-operative  morality  has  sunk  so  low,  that  co-operators  would  go  into 
debt  for  their  wholesale  supplies  in  order  to  obtain  the  means  of 
gratifying  their  desire  for  a system  of  trading  based  on  deferred 
payments.  But  there  is  no  doubt  that  under  the  conditions  of  clause 
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(2)  such  a result  would  obtain.  A slight  consideration  of  this  clause 
(2)  might  also  help  to  explain  the  cause  of  something  which  is  a puzzle 
to  many  co-operators,  t.c.,  the  inability  of  some  of  the  societies  to 
deal  with  the  Wholesale  Society,  so  far  as  the  bulk  of  their  trade  is 
concerned.  It  is  quite  clear  that,  in  the  case  of  societies  whose 
members  trade  upon  their  shares  to  a greater  extent  than  the  surplus 
capital  will  allow,  these  societies  cannot  afford  to  pay  prompt  cash  for 
their  goods,  and  thus  cannot  trade  with  the  Wholesale  Society.  It 
would  be  an  interesting  study  to  find  out  how  far  this  credit  system  is 
responsible  for  the  lack  of  that  general  co-operative  loyalty  which  the 
Wholesale  Society,  as  the  creation  of  the  distributive  stores,  has  so 
much  right  to  expect. 

So  far  as  clause  (3)  is  concerned,  in  face  of  the  risk  incurred  by 
such  an  unwarrantable  mixing  together  of  shares  and  trade,  we  should 
feel  much  disposed  to  copy  the  example  set  by  one  or  two  of  our  largest 
societies,  and  limit  the  share  holding  of  each  member  strictly  to  the 
amount  really  required  for  the  working  of  the  society,  repaying  the 
overplus  of  capital  to  the  members,  to  be  used  by  them  as  deposits  on 
trading  account,  or  otherwise  as  they  thought  fii. 

We  have  now  dealt  with  all  the  various  degrees  of  the  credit  system 
with  the  exception  of  the  one  last  mentioned  on  our  list,  viz. — credit 
•*  confined  to  certain  special  articles  such  as  Coai,  Floury  Breads  or 
Drapery''  This  kind  of  credit  is  most  capable  of  explanation;  in 
fact,  so  many  and  varied  are  the  reasons  that  are  given  by  societies  for 
these  exceptions  to  their  general  rule  of  ready-money  payments,  that 
we  propose  to  leave  the  discussion  of  these  reasons  until  we  have 

examined  a little  more  closely  into  the  causes. 

For  this  purpose  w e make  use  of  some  particulars  which  have  been 
obtained  by  the  Oentral  Co-operative  Board,  in  reply  to  an  exhaustive 
circular  of  inquiry  sent  out  by  it  with  a view  to  getting  more  detailed 
information  relating  to  the  various  credit  systems.  We  only  propose, 
at  present,  to  make  use  of  the  answers  given  to  the  questions  put  ^ 
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the  societies  as  to  the  reasons  why,  in  their  opinion,  credit  is  desirable 
or  advantageous  in  connection  with  their  trading  operations.  After 
analysing  these  replies  and  getting  as  clear  an  insight  as  we  possibly 
can  into  the  causes  which  have  the  eft’cct  in  the  eyes  of  some  of 
making  a system  of  credit  desirable,  we  will  endeavour  to  see  how  far 
remedies  can  be  suggested. 

SUMMABY  OF  ANSWERS  GIVEN  BY  SOCIETIES  IN  REPLY  TO  THE  ClECULAIi 
ISSUED  BY  THE  CENTRAL  Co-OPBRATTVE  BoARD. 


TABLE  I. — Varieties  of  Credit. 
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As  distill gui  hed  from  the  above  we  ought  to  state  that  nine  societies 
which  are  included  in  the  247  giving  general  credit  make  exceptions  to 
their  rule,  and  demand  cash  payments  in  the  following  departments, 
viz. : — Four  societies  in  Butchery,  three  in  Drapery,  one  in  Goal,  and 


one  in  Bread  and  Coal,  thus  contradicting  the  idea  that  these  depart- 


ments cannot  be  worked  on  the  ready -money  system. 

TABLE  II. — Causes  of  Credit  being  Allowed,  and  Results  Arising 
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Special  Crepit. 

From  the  foregoing  summary  in  Table  I.,  it  will  be  seen  that  the 
abstract  of  the  Eegistrar’s  Return  relative  to  the  variety  of  ways  in 
which  credit  is  given,  proves  to  be  fairly  correct.  In  the  abstract 
referred  to,  it  was  shown  that  55  societies  coniined  their  credit  to  certain 
specified  articles.  Our  own  returns  show  53  such  societies ; but  we  are 
now  able,  from  the  additional  information  thus  obtained,  to  gauge  more 
accurately  the  reasons  actuating'the  societies  practising  these  special 
methods.  For  instance,  there  are  no  less  than  18  different  kinds  of 
special  credit,  the  most  common  being  that  of  giving  credit  “ on  coal 
only,”  which  is  the  case  with  24  societies  out  of  the  53  named.  Ten 
societies  allow  credit  on  drapery,  either  alone  or  combined  with  some 
other  department  such  as  boots  or  furniture;  while  butchery  and  bread 
come  next  in  order  with  4 societies  each.  Now,  the  reasons  stated 
why  it  is  deemed  necessary  to  give  this  special  credit  are  so  very 
contradictory  that  it  will  perhaps  be  best  to  let  the  societies  speak  for 
themselves  through  their  secretaries.  To  take  this  course  will  assure 
their  reasons  being  placed  before  our  readers  in  an  unbiassed  manner. 
In  the  first  place  we  will  take  coal,  and  select  one  or  two  replies 
bearing  on  this  article  of  consumption.  They  are  as  follow ! 

Answer  No.  1.  “ We  only  give  credit  on  ac;count  of  the  coal  business, 
which,  as  you  are  aware,  cannot  be  transacted  on  the  ready-money 
principle.” 

Answer  No.  2.  “ It  is  the  custom  of  the  district  to  give  credit  on 
coal;  if  the  society  did  not  offer  the  same  facilities,  the  members  would 
go  elsewhere,  and  the  society  would  lose  the  trade.” 

Answer  No.  3.  ” We  give  credit  for  our  own  convenience  in  working 
the  coal  department,  as  we  do  not  know  until  the  returns  come  in  how 
much  has  been  supplied.  Say  a member  orders  one  ton  of  coal— it  is 
loaded  up  and  taken  to  the  machine  to  weigh,  it  may  be  23  or  24  cwt.— 
instead  of  taking  it  off  and  sending  the  bare  ton,  we  send  the  whole 
quantity,  thus  saving  the  men’s  time.  Our  members  do  not  complain 
of  the  excess  quantity,  for  which  they  are  willing  to  pay.” 
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The  three  societies  giving  the  above  answers,  all  find  it  possible  to 

conduct  their  business  on  the  ready-money  system,  with  the  solitary 

# 

exception  of  the  coal  department. 

As  a set-off  against  these,  we  will  now  give  the  reply  of  another 
society  which  allows  credit  on  every  class  of  goods  except  coal  and 
bread.  This  answer  states:  “We  give  credit  on  all  goods  except 
bread  and  coal,  which  are  paid  for  in  advance.  Copper  checks  are 
purchased  for  bread,  before  the  bread  is  delivered.  On  a Saturday,  a 
member,  after  paying  for  his  week’s  grocery  goods,  buys  his  bread 
checks,  four,  five,  or  so  on  to  fourteen  or  more,  and  hands  them  to  the 
vanmen  for  loaves.  Coal  is  paid  for  on  order,  sometimes  one,  and 
sometimes  four  days,  or  even  a week  before  delivery.  Most  members 
can  tell  beforehand  how  much  bread  and  coal  they  require,  but  with 

groceries  and  other  articles  it  is  not  so.” 

Now,  it  is  apparent  from  these  contradictory  returns,  that  some 
societies  are  able  to  carry  the  ready-money  system  into  departments 
where  others  declare  it  impossible  to  be  worked.  We  have  previously 
pointed  out  instances  where  societies  allow  credit  on  groceries  alone, 
and  insist  upon  ready  money  for  all  other  articles,  such  as  drapery 
furniture,  boots,  &c.,  &c.  Now,  it  is  exactly  the  opposite  with  other 
societies,  which  obtain  ready  money  for  groceries,  but  say  they  are 
obliged  to  adopt  the  credit  system  in  regard  to  the  other  classes  of 
goods,  because  a larger  amount  of  money  is  involved  in  their  purchase, 
and  the  members  are  not  able  to  pay  down  the  whole  sum  at  once. 

On  the  whole,  after  carefully  weighing  the  various  reasons  given  for 
this  special  credit,  we  come  to  the  conclusion  that  there  is  really  no 
necessity  for  it  if  societies  will  but  make  up  their  minds  to  do  without  it. 

In  almost  every  case  where  societies  assign  a special  reason  why 
certain  portions  of  their  business  should  be  conducted  on  the  credit 
system,  we  have,  on  the  other  hand,  instances  of  societies  making  it 
binding  that  these  very  departments,  thus  treated  exceptionally  on 
credit  lines,  can  be  best  worked  on  the  ready-money  system.  Therefore 


\\ 
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we  should  earupstly  recommend  those  societies  which  find  difficulties 
in  connection  with  these  special  departments,  and  yet  are  anxious  to 
conduct  their  business  on  the  system  of  cash  payments,  to  take  counsel 
with  those  societies  which  appear  to  have  arrived  at  a solution  of  these 
difficulties. 

Before  passing  from  the  consideration  of  this  Table  I.,  we  may  just 
remark  that  its  most  pleasing  feature  is  that,  since  the  publication  of 
the  Begistrar’s  Return,  17  societies  have  discontinued  the  practice  of 
giving  credit. 


Causes  of  Credit. 

Table  II.  gives  a summary  of  the  causes  which  are  assigned  by  300 
societies,  replying  to  the  circular  before  mentioned,  as  intiuencing  their 
decision  to  practise  the  credit  system.  Taking  them  in  the  order  in 
which  they  appear  in  the  table,  we  have — 

(1.)  Receipt  of  wages  at  too  great  intervals. 

No  less  than  124  societies  state  this  as  a reason.  In  the  majority  of 
instances  it  is  said  that  fortnightly  payments  prevail— in  a few  the 
interval  extends  to  a month.  This  clause  more  especially  applies  to  the 
agricultural  and  mining  districts. 

( 2.)  Sickness,  distress,  temporary  want  of  employment,  bad  trade  in 
the  district. 

This  cause  is  stated  by  91  societies.  One  of  the  greatest  factors  in 
this  is  the  distress  consequent  on  lack  of  employment  caused  by 
fluctuations  in  trade.  Also  in  the  case  of  the  agricultural  labourer, 
whose  earnings  are  affected  by  bad  seasons. 

(3.)  Convenience  in  regard  to  members  living  at  a distance. 

This  appears  to  be  a very  prominent  reason,  as  it  is  given  by  139 
societies.  It  seems  to  apply  especially  to  those  societies  which  make 
a practice  of  delivering  goods  by  cart  or  van  to  members  residing  at 
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some  distance  from  the  store,  and  the  societies  generally  object  to 
allowing  their  vanmen  to  receive  cash  for  goods.  We  can,  however, 
scarcely  see  the  force  of  this  objection.  It  is  possible,  we  should 
imagine,  to  engage  as  vanmen  and  carters  persons  who  could  be 
implicitly  trusted  as  regards  honesty.  At  any  rate,  it  would  be  a very 
easy  matter  to  require  that  they  should  give  a sufficient  legal  security 
for  the  proper  custody  of  any  sums  entrusted  to  their  care.  Indeed 

4 

we  know  that  in  some  societies  the  vanmen  do  receive  cash  for  goods, 
and  the  arrangement  works  perfectly  well.  Therefore  we  cannot  ] 

recognise  this  as  a fatal  objection  to  ready-money  dealing.  ' 

(4.)  The  advantage  of  being  able  to  send  children  for  goods  without 

risking  money  in  their  charge.  , 

■ 

^ Only  17  societies  offer  this  reason.  No  doubt  there  is  some  amount  j 

of  force  in  it,  but  possibly  the  difficulty  might  be  overcome  by  some  ] 

means  other  than  that  of  resorting  to  credit. 

^ (5.)  Credit  trading  being  the  custom  of  the  locality. 

Under  this  head  we  have  various  explanations  given  by  120  .societies. 

A very  frequent  reason  assigned  is  “the  desire  on  the  part  of  societies 
to  compete  with  the  shopkeepers  of  the  district  by  offering  equal 
facilities  for  obtaining  goods  on  easy  terms.”  lu  our  judgment  it  is  a 
great  mistake  for  co-operators  to  offer  baits  of  this  description  to 
> secure  the  trade  of  unwilling  people.  Our  movement  is  supposed  to 

be  actuated  by  high  ideals;  we  pretend  to  be  social  reformers — trade 
reformers,  if  you  please— but  if  it  is  to  be  anything  more  than  a name 
» we  must  be  prepared  to  take  our  stand  upon  principle.  Some  people 

are  pleased  to  say  that  there  are  no  principles  involved  in  the  practice 
of  co-operation — that  it  is  simply  self-interest  and  selfishness  that  has 
brought  about  its  unprecedented  success.  However  that  may  be,  we 
claim  at  any  rate  that,  in  regard  to  this  system  of  credit,  there  is  a 
very  important  principle  involved.  Our  principle  in  this  case  is  that 
we  will  endeavour  to  reform  trading  operations  in  such  a manner  that 
it  shall  not  be  easy  for  poor  people  to  become  entangled  in  debt;  and 
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fui-ther,  that  we,  as  joint  mfimbers,  will  trade  together  on  one  common 
understanding  and  share  the  proceeds  equitably  in  proportion  to  what 
we  have  each  done  towards  making  them.  A just  division  can  only  be 
made  where  all  deal  on  the  same  basis.  If  one  member  of  the  com- 
munity pays  ready  money  and  another  obtains  his  goods  on  credit,  an 
injustice  is  certainly  done  to  the  former.  If  a member  is  poor  and 
distressed,  it  is  no  true  charity  to  furnish  him  with  the  means  of 
slipping  easily  and  quietly  into  debt ; and  if,  on  the  other  hand,  a 
member  is  well  able  to  pay  for  the  goods  he  obtains,  he  ought  not  to 

expect  other  people  to  give  him  credit. 

Now,  we  firmly  believe  that  the  time  has  come  when  oo -operators 
should  make  a definite  stand  on  this  question,  and  grapple  with  it 
under  whatever  guise  it  may  present  itself.  Let  those  who  thoroughly 
value  the  principle  of  emancipating  men  and  women  from  the  thraldom 
of  debt  be  prepared  to  stand  by  themselves  as  genuine  co-operators. 
Credit  customers  are  profitable  to  nobody,  least  of  all  to  themselves ; 
therefore  it  is  no  business  of  ours  to  tempt  them  into  our  ranks  by 
alluring  baits  held  out  in  the  shape  of  facilities  for  credit  and  thrift- 
lessness. Being  persuaded  in  our  own  minds  that  the  only  safe  principle 
of  dealing  is  for  each  one  to  pay  his  way  in  the  world  as  he  goes  along, 
we  will  by  all  means  in  our  power  try  to  induce  others  to  follow  our 
example  and  join  with  us  in  our  work,  but  it  is  no  part  of  our  duty  to 
go  out  to  these  people  and  say— “ If  you  cannot  adopt  our  methods  w« 

will  then  alter  our  plans  to  suit  you.” 

It  has  long  been  our  opinion  that  co-operative  members  were  made 
too  cheaply,  and  that  our  rapid  advance  in  members  has  only  been 
acquired  by  the  sacrifice  of  many  vital  principles.  The  study  of  these 
details  of  the  credit  system  has  still  further  forced  this  belief  upon  our 
conviction.  The  chief  aim  of  many  societies  seems  to  be  to  make  mem- 
bers, with  an  utter  disregard  as  to  whether  at  the  same  time  they  make 
co-operators.  We  know  in  these  cases  that  the  hope  generally  is  to  make 
members  first  and  then  educate  them  to  become  co-operators ; but, 
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alas,  too  often  the  would-be  educators  find  in  their  pupils  their  own 
masters,  and  are  consequently  obliged  to  follow  their  dictation  and 
vote,  with  the  natural  result  that  genuine  co-operative  impulse  is 
smothered.  We  don’t  hesitate  to  affinn  that  co-operation  loses  much 
of  its  beneficial  influence  thiough  pand.ring  to  these  outside  and 
unsympathetic  individuals. 

It  must  not  be  supposed,  however,  that  all  those  who  practice  the 
credit  system  are  perfectly  satisfied  with  its  workings.  To  prove  the 
contrary,  we  give  a few  extracts  from  the  opinions  written  by  the 
secretaries  of  societies  where  the  system  is  in  operation.  We  make  no 
apology  for  introducing  these  extracts,  as  we  attach  the  utmost 
importance  to  the  necessity  of  bringing  our  readers  as  closely  as 
possible  into  contact  with  those  gentlemen  who  have  been  good  enough 
to  give  us  their  experience  in  relation  to  this  question. 

Extract  No.  1.  “ Credit  is  not  desirable,  but  I think  we  should  lose 
a lot  of  members  if  we  demanded  cash.  The  principal  reason,  in  my 
opinion,  is  the  great  mistake  that  was  made  years  ago,  by  allowing  the 
credit  system  to  creep  in  for  the  sake  of  increasing  the  sales.  All  that 
we  can  do  now  is  to  keep  them  within  reasonable  limits.” 

No.  2.  “We  do  not  think  it  desirable,  and  shall  stop  it  as  soon  as 

circumstances  will  permit.” 

No.  3.  “ The  great  loss  we  are  sustaining  by  having  so  much  money 
out  causing  us  to  require  m'ire  capital  to  carry  on  our  business  than 
would  be  necessary  providing  we  could  get  these  debts  in.  It  is  a 
slow  and  tedious  job,  when  working  men  have  been  allowed  to  get 
behind,  to  get  them  up  again.  I am  sure  all  who  have  the  interest  of 
co-operation  at  heart  will  be  glad  the  Central  Board  has  taken  this 
matter  up,  and  sincerely  hope  they  will  be  able  to  devise  and  advise 
societies  how  to  proceed  in  this  matter.” 

No.  4.  “ In  the  great  majority  of  cases  the  members  have  been 

born  a week  or  two  over  soon,  and  like  credit.” 

No.  6.  “ The  credit  system  is  expensive  in  upholding  and  working 

out,  by  reason  of  cost  of  books  and  in  additional  stall'  of  hands.” 


r 
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No.  6.  “ We  live  not  far  from  a large  store  that  gives  considerable 
credit,  which  handicaps  us,  and  therefore  offers  that  credit  facility 
which  we  have  no  desire  to  offer  if  we  could  avoid  it.” 

No.  7.  “ The  credit  system  is  a source  of  continual  annoyance,  as 
members  are  regularly  getting  too  much  and  have  to  be  stopped.” 

No.  8.  “ Credit  system  ought  never  to  have  been  allowed.  It  is 

very  hurtful  to  the  principles  of  co-operation.  In  1881  our  society 
was  nearly  ruined  by  it.” 

No.  9.  “ Unfortunately  the  ready-money  system  was  not  adopted 
when  the  society  was  commenced.  The  only  reason  for  credit  is,  in 
my  opinion,  that,  having  been  so  long  accustomed  to  it,  our  members 
will  not  give  it  up.” 

No.  10.  ” The  chief  cause  is  improvident  habits,  although  in  some 
cases  it  is  not  so,  but  bad  management.  Some  people  seem  as  if  they 
cannot  do  without  credit,  and  do  badly  with  it.  It  is  a great  curse.” 
No.  11.  “Credit  exists  mainly  through  the  bad  habit  of  always 
being  a week  behind,  but  is  not  of  course  desirable  on  that  account.” 
No.  12.  “ I have  long  felt  the  necessity  of  threshing  out  this 
question,  believing  as  I do  that  the  unthrifty  habits  of  the  people  are  to 
a great  extent  behind  the  whole.” 

No.  13.  “ It  is  an  encouragement  to  imi>rovident  habits.” 

No.  14.  “Improvidence  and  drunkenness  are  the  prime  factors. 
No  real  benefit  results  from  giving  credit.  In  many  cases  it  only 
furnishes  facilities  for  buying  liquor.” 

No.  15.  “ Its  worst  features  are  that  members  eat  up  their  profits 
as  they  are  made  ; also  a great  addition  is  caused  to  the  shop  work  by 
booking  so  much,  and  requiring  a higher  capital  to  work  the  trade.” 
No.  16.  “ Credit  has  been  allowed  by  the  society  since  it  stai’ted 
more  than  50  years  ago,  and  it  is  not  easy  stopping  it ; the  general 
cause  being  unthrifty  habits.  The  bad  habit  descends  from  father  to 
son  and  from  mother  to  daughter.  We  have  lost  hundreds  of  pounds 
by  it.” 
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No.  17.  “ I cannot  refrain  from  adding,  in  reference  to  your 

questions,  that  they  touch  a very  serious  defect  in  the  co-operative 
system  of  distribution.  The  giving  of  credit  leads  to  a complication  of 
difficulties  with  which  the  stores  may  for  a time  grapple,  but  there  is 
great  fear  of  eventual  failure  if  a gradual  movement  is  not  soon  made 
all  round  towards  ready-money  lines.  If  the  Central  Board  succeeds 
in  awakening  directors  of  societies  to  their  duty,  they  will  do  inestim- 
able service  at  the  present  time  to  our  common  cause.” 

Only  the  other  day  we  heard  an  official  of  a society,  which  has  gone 
through  a severe  crisis  brought  about  in  a large  degree  by  the  pre- 
valence of  credit,  relating  his  experience.  He  said : — “ We  have  put 
some  of  our  members  into  court  in  order  to  get  the  money,  and  have 
succeeded  in  getting  judgment  in  our  favour  in  every  case.  But  what 
is  the  use  of  so  doing?  Our  experience  is  that  whenever  a member 
has  been  sued  in  court  for  debt  you  never  again  see  that  member  inside 
yom-  store  as  a customer.  Therefore,  the  result  is  this:— If  a member 
owes  us  say  £10  or  £12  for  goods,  and  is  doing  a good  weekly  trade 
with  our  store,  paying  pretty  well  as  he  goes  along,  but  always  keeping 
this  £10  or  £12  behind,  we  prefer,  in  order  to  retain  his  custom,  to 
let  him  owe  this  money  rather  than  sue  him  and  make  him  pay  up. 
Of  course,  these  debts  are  a dead  weight  on  the  society  and  prevent 
its  progress,  but  we  cannot  avoid  this  state  of  things  so  long  as  we 
have  the  credit  system.” 

These  experiences  show  that  a widespread  dissatisfaction  exists  even 
amongst  those  who  are  compelled  by  suiToundiug  circumstances  to 
practice  the  credit  system.  We  have,  therefore,  the  greater  hope  for 
the  future. 


Losses  by  Credit  Deabing. 

By  reference  again  to  our  Table  II.,  it  will  be  noticed  that  195  societies 
out  of  300  making  returns  admit  having  made  losses  by  giving  credit. 
These  losses  have  occurred,  too,  in  many  societies  professing  to  have 
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a sufficient  safeguard  by  limiting  the  amount  of  credit  to  be  allowed  to 
any  member  in  proportion  to  the  share  capital  of  that  member,  so  that 
it  is  evident  when  once  the  system  gets  firm  foothold  in  a society,  it  is 
very  difficult  to  confine  it  within  specified  limits. 

We  cannot  attempt  to  form  an  estimate  of  the  sum  to  which  losses 
have  amounted,  because  the  societies  give  no  details  under  this  head. 
We  are  afraid,  however,  that  even  taking  into  account  the  195  societies 
which  admit  loss,  our  returns  are  very  incomplete  in  this  respect,  as 
losses  occur  which  are  never  allowed  to  appear  in  the  accounts,  but  are 
simply  written  off  without  the  members  generally  knowing  anything 
about  them. 

From  inquiries  made,  it  is  certain  that  very  loose  methods  are 
adopted  in  keeping  account  of  the  debts  contracted  by  members. 
Sometimes  a book  may  be  used  by  the  shopman,  but  oftener  than  not 
we  have  found  the  accounts  kept  on  loose  sheets  which  never  come 
under  the  notice  of  the  auditors,  and  are  never  checked  as  between 
shopmen  and  the  members  owing  the  accounts.  Then  again,  how  often 
do  we  find  the  amount  owing  for  goods  secreted  in  the  amount  set 
down  as  “ stock  on  hand,”  thus  keeping  the  bulk  of  the  members  in 
ignorance  of  the  existence  of  credit,  the  truth  very  frequently  dawning 
upon  them  only  when  they  find  the  society  bordering  on  ruin ; having, 
on  the  strength  of  worthless  assets  in  the  shape  of  bad  debts,  paid 
away  dividends  in  excess  of  the  profits  made.  To  this  source  can  be 
traced  the  downfall  of  many  once  promising  societies. 

So  much  for  the  action  of  credit  upon  societies.  But  what  can  we 
say  as  to  its  action  upon  the  members  themselves  ? Can  we  expect 
that  a member  who  grows  up  under  this  system  will  ever  comprehend 
the  value  of  thrift  and  economy  so  well  as  one  who  is  taught  by 
co-operation  to  practice  these  virtues  in  his  everyday  life,  not  only  in 
his  home,  but  in  thought  for  the  future  also?  It  is  a well-known 
practice  with  many  people  to  be  always  a week  or  two  behind  in  the 
world.  Habit  has  become  in  their  case  a second  nature.  So  long  as 
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left  to  their  own  resources  they  could  not  throw  it  off  however  they 
were  to  try.  It  is  here  where  co-operation  should  step  in  and  give 
them  backbone  to  resist  the  temptation,  and  make  a new  start  in  life. 
This  is  part  of  our  duty  as  co-operators,  and  we  should  not  shirk  it. 
One  of  the  most  important  features  of  co-operation  is,  that  it  teaches 
men  how  to  live,  and  how  to  become  good  citizens.  A man  can 
hardly  be  a good  citizen  unless  he  pays  his  way  and  is  a solvent 
citizen,  therefore  our  duty  in  this  respect  is  very  important 

We  may  perhaps  be  excused  for  calling  in  here  the  aid  of  a witness, 
of  whose  impartiality  there  can  be  no  question,  and  who  is  most 
strong  in  his  denunciation  of  credit.  We  refer  to  an  article  in  the 
Fortnightly  Review  of  September  last,  written  by  Judge  Chalmers, 
of  the  Birmingham  County  Court.  He  says : — “ Last  year,  according 
to  the  official  returns,  more  than  40,000  actions  were  brought  in  this 
one  court,  to  recover  debts  under  £20.  Taking  the  family  at  five 
persons,  the  40,000  defendants  represent  a population  of  200,000  people. 
A considerable  deduction  must  no  doubt  be  made  for  the  same  man 
being  sued  two  or  more  times  the  same  year.  Still,  the  fact  remains 
that  a vast  body  of  people  in  the  town  will  not  pay  their  small  debts 
without  the  compulsion  of  law,  the  ultimate  sanction  being  the  power 
of  imprisonment.  The  law  costs  incurred  profit  neither  party  to 
the  bargain.  It  is  true,  of  course,  that  the  majority  of  the  defendants 
can  pay  in  full  or  in  part,  but  will  not  do  so  unless  under  com- 
pulsion  The  system  is  all  against  the  honest  man  who 

pays  his  way.  He  has  to  pay,  not  only  for  himself,  but  also  for  those 

who  can’t  or  won’t  pay I venture  to  suggest  that  it 

would  be  well  to  try  the  eflfect  of  legislation,  which  would  curtafi  credit, 
and  bring  people  nearer  to  the  system  of  cash  payments.  The  wage- 
earning classes  spend  their  wages  week  by  week,  but  at  present  they 
spend  them  in  paying  debts,  instead  of  in  buying  goods.  If  they  could 
be  brought  back  approximately  to  ready-money  dealings,  it  would  be 
equivalent  to  an  increase  in  their  wages,  for  they  would  get  more  goods 
(or  the  same  amouut  of  money.” 
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It  is  to  be  hoped  that  this  searching  criticism  of  credit,  by  so 
competent  an  authority,  will  have  due  weight  with  co-operators.  It  is 
certain  that  we  can,  if  we  choose,  without  the  aid  of  any  special 
legislation  for  the  purpose,  curtail  and  abolish  credit,  so  far  as  our 
societies  are  concerned  ; and  if  this  curtailment  is  such  a necessary 
It  form  as  Judge  Chalmers  affirms  it  to  be,  co-operators  should  not  bo 
slow  to  take  the  lead  in  this  march  of  progress,  and  abolish  the  system 
altogether. 


Ef.mbdies  or  Altkknatives  roll  Credit. 

We  have  said  sufticient  to  show  the  evils  of  credit,  from  whatever  view 
it  may  be  regarded,  but  our  duty  would  be  but  half  fulfilled  were  we  to 
stop  short  without  endeavouring  to  direct  attention  to  better  methods. 
We  will  therefore  try  to  suggest  what,  in  our  opinion,  would  be  prefer- 
able in  practice,  not  only  as  regards  the  well-being  of  the  societies,  but 
also  in  respect  to  the  training  of  our  members  in  habits  of  thrift, 
forethought,  and  economy. 

With  Cause  V.,  Table  II.,  we  do  not  propose  to  deal,  because  in 
our  previous  remarks  upon  it  we  expressed  an  opinion  that  co-operators 
should  not  bend  to  “ the  custom  of  any  locality  ” if  that  custom  does 
not  coincide  with  co-operative  principles.  Co-operators  should  at  all 
times  be  willing  to  aid  in  moralising  bad  customs,  and  should  welcome 
converts  from  such  customs.  But  it  is  a risky  business  to  attempt  to 
convert  people  from  bad  habits  by  practising  such  bad  habits  one’s-self ; 
the  result  generally  is  that  the  evil  habit  becomes  confirmed,  and  the 
would-be  reformer  becomes  a devotee  of  the  habit  or  custom  he  sought 
to  eflace.  We  say,  then,  there  is  no  remedy  to  suggest  in  a case  like 

this  beyond  letting  it  severely  alone. 

But  what  we  do  want  to  deal  with  at  present  are  those  cases  where 
general  credit  is  now  given,  owing  to  causes  stated  in  Table  II.  (1., 
II.,  III.,  IV.),  which  causes  appear  worthy  of  consideration  because 
they  imply  (1)  distress,  (2)  inconvenience  to  members,  which  co-opera- 
tors  should  be  ever  willing  to  remove  whenever  possible. 


1 


A 


1 
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We  will  take  Causes  I.  and  II.  jointly,  as  they  appear  both  to  be 
generally  worked  on  the  same  lines,  i.e.,  whether  a member  requires 
credit  on  account  of  receiving  his  wages  fortnightly,  or  whether,  on 
account  of  sickness  and  distress,  he  is  obliged  to  have  a certain  amount 
of  capital  invested  in  the  society  before  he  can  be  allowed  credit. 
Hence  he  must  not  be  a penniless  member.  According  to  the  rule  of 
most  societies,  in  order  to  have  fifteen  shillings’  worth  of  credit  he 
must  have  £1  invested  in  the  society.  Consequently  he  must  either 
first  save  his  £1  and  invest  it  in  the  society,  or,  until  he  gets  his  £1 
accumulated  for  him,  he  must  trade  on  ready-money  lines.  Now,  it 
appears  from  this  that  the  man  with  the  fortnightly  wages  is  bound  to 
trade  for  ready  money  at  the  time  he  is  poorest— that  is,  when  he  has 
not  even  £1  to  invest  in  the  society ; and  the  man  who  is  in  distress 
must  pay  ready  money  just  at  the  moment  when  his  distress  is  greatest, 
because  he  has  not  the  nec»-ssary  £1  to  invest  iu  the  society.  But  as 
soon  as  they,  by  hook  or  crook,  scrape  this  amount  together  and 
become  capitalists  to  that  extent,  and  their  direst  necessity  gone,  they 
can  at  once  proceed  to  take  credit  for  future  goods  out  of  these  hard- 
scraped  savings.  What  an  incentive  to  thrift  is  thisl  In  effect  we  say 
to  our  members,  “We  insist  upon  your  practice  of  self-denial  until  you 
have  scraped  together  this  £1,  but  having  accomjdished  that  you  can 
proceed  to  dissipate  the  greater  portion  of  it  as  soon  as  you  think  fit. 
Ready-money  payments  for  a certain  number  of  weeks  will  insure  you 
an  accumulation  of  dividends  to  the  extent  of  £1.  So  far,  you  have 
paid  your  way  in  the  world,  week  by  week,  but  now  you  are  privileged 
to  drop  behind  for  a week  or  so,  if  you  thus  desire.” 

From  the  reasons  given  from  time  to  time  for  this  species  of  credit 
we  have  always  supposed  that  the  actuating  motives  were  charity  and 
sympathy  with  those  in  distress,  but  in  our  view  it  really  fails  when 
most  required.  Now,  our  idea  is,  that  all  these  cases  of  distress  and 
want  of  funds  on  account  of  fortnightly  payments  should  each  be  dealt 
with  on  its  own  merits,  and  that  any  assistance  granted  should  nc 
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take  the  form  of  credit  on  goods,  but  should  be  in  the  nature  of  a loan 
from  the  society  to  the  individual.  Every  application  should  be  dealt 
with  by  the  committee  of  the  society,  and  be  thoroughly  inquhed  into 
in  order  to  ascertain  whether  or  not  it  is  a genuine  case  of  need. 
Of  course  it  would  be  naturally  expected  that  the  committee  would 
exercise  reticence  and  discretion  in  relation  to  anything  that  was  made 
known  to  them  in  the  course  of  their  inquiries,  and  would  not  divulge 
outside  the  committee-room  anything  of  a personal  nature  relative  to 
the  applicant.  When  the  committee  had  ascertained  that  the  applica- 
tion was  a deserving  one,  and  that  the  necessity  for  help  had  not  been 
brought  about  by  thriftless  habits  or  spendthrift  propensities,  they 
could  then,  on  the  security  of  one  or  two  sureties,  advance  a loan 
sufficient  to  tide  over  the  difficulty,  and  enable  the  borrower  to  trade 
at  the  store  and  pay  ready  money.  The  loan  could  be  made  by  bond, 
executed  by  the  borrower  and  sureties,  with  stipulations  as  to  payment 
of  interest  and  repayment  of  the  principal.  The  borrower,  if  in  great 
distress,  would  thus  be  able  to  start,  without  any  capital,  as  a thorough- 
going co-operator,  reaping  the  full  benefits  to  be  derived  from  the 
dividends  on  his  consumption.  The  dividend  thus  obtained  would  pay 
interest  upon  the  loan  and  leave  a considerable  surplus,  which  should 
be  accumulated  and  applied  towards  the  reduction  of  the  loan  until  it 
was  entirely  repaid ; afterwards,  the  member  would  begin  to  accumulate 
capital  on  his  own  account  by  means  of  his  future  dividends. 

By  this  means  a society  would  always  be  able  to  show  its  assets  and 
liabilities  in  a perfectly  reliable  form.  There  would  be  no  fictitious 
assets  cloaked  up  in  “stock,”  nor  debts  put  down  which  were  not 
capable  of  being  realised.  Of  course,  due  care  would  have  to  be  taken 
to  accept  none  but  trustworthy  persons  as  sureties. 

This  method  would  apply  equally  to  cases  where  members  were  short 
of  funds  on  account  of  deferred  payment  of  wages,  as  well  as  to  those 
members  in  distress.  At  the  same  time,  we  must  confess,  we  thiuk 
this  “ fortnightly  wages”  difficulty  very  much  magnified.  Is  it  a fact 
tliat  co-operators  have  been  trading  for  all  these  years  on  this  sy  stem 
of  dividing  profits  with  the  consumer,  and  yet  have  not  succeeded  in 
placing  in  the  hands  of  members  a fortnight’s  funds  in  advance  of  their 
daily  requirements?  If  this  is  the  case  it  would  appear  that  much  of 
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our  labour  has  been  lost,  and,  instead  of  our  system  converting  working 
men  into  capitalists,  and  thus  evolving  out  of  their  previous  poverty 
the  possibilities  of  a higher  state  of  social  life,  we  have  only  succeeded, 
in  many  cases,  in  making  profits  which  were  eaten  up  as  soon  as  made. 
It  is  calculated  that,  if  a member  will  he  strictly  loyal  to  his  store,  and 
spend  say  10s.  per  week  there,  the  dividerid  avising  fvovfi  those  pur- 
chases  will  in  a yearns  time  o/mount  to  no  less  a sum  than  four  or  Jive 
weeks'"  total  expenditure.  Thus,  if  a member  chooses  to  eat  up  his 
dividends  each  year  he  can,  practically  speaking,  live  upon  his  profits 
for  a period  of  four  or  five  weeks.  We  have  reason  to  believe  that  this 
course  is  often  followed,  and,  instead  of  accumulating  profits  and 
becoming  capitalists,  members  axe  too  frequently  tempted  to  lay  hold 
of  their  profits  and  cause  them  to  disappear.  But,  however  these  cases 
of  destitution  arise,  we  believe  they  would  be  best  dealt  with  by  way 
of  temporary  loan,  and  thus  sooner  place  the  member  in  a position  to 
reap  the  fullest  advantage  from  co-operative  trading. 

We  next  come  to  Causes  III.  and  IV.,  Table  II.,  which  relate  more 
especially  to  the  convenience  of  members  who  live  at  a distance,  and 
to  those  who  send  their  children  to  make  purchases.  Now,  suppose  a 
store  in  any  town  enlarges  its  borders  and  takes  in  members  at  a 
distance  from  its  centre,  in  order  to  give  such  members  the  advantages 
of  co-operation,  we  do  not  see  why  the  trade  of  these  outside  members 
should  be  conducted  at  a sacrifice  to  those  members  nearest  the  centre, 
who  in  all  probability  started  the  store,  and  who,  no  doubt,  being  near 
of  access,  attend  personally  and  pay  ready  money  for  all  they  purchase. 
Of  course,  we  agree  that  every  facility  should  be  given  to  members  at 
a distance  for  trading,  as  far  as  posrible,  on  equal  terms  with  those 
who  dwell  nearer  the  store.  If  it  is  not  possible  to  place  a branch 
store  in  any  given  district,  then  the  wants  of  the  members  resident  in 
that  district  should  be  catered  for  by  vans,  or  “ branches  on  wheels  ” 
as  we  have  heard  them  desciibed.  Possibly  the  working  expenses  can 
be  better  kept  down  by  that  means  than  by  erecting  a branch  store. 
But,  given  this  facility,  we  do  not  admit  that  the  giving  of  lime  for 
payment  is  a necessary  sequel.  We  have  said  before  that  these 
vanmen,  in  our  opinion,  should  be  placed  on  the  same  basis  as 
shopmen,  and  made  responsible  for  any  cash  they  receive.  But  if 
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there  is  any  deep-rooted  objection  to  this  course,  the  only  way  open, 
to  avoid  the  creeping  in  of  a general  credit  system,  is  that  deposit 
accounts  should  be  opened  with  those  members  who  wish  to  .send 
orders  without  sending  cash  at  the  same  time. 

The  system  of  trade  deposit  accounts  is  in  operation  in  connection 
with  the  civil  service  stores  and  several  eujjply  associations,  and  in 
this  respect  co-operators  might  well  take  a loaf  out  of  their  book. 
Trade  deposit  accounts  sliould  be  separate  frc  m all  other  descriptions 
of  dep  'sit,  and  each  member  depositing  would  have  a special  form  of 
book  for  the  purpose,  in  which  his  purchases  would  be  entered,  and 
his  deposit  accounted  for.  A member  need  not  deposit  more  than  he 
would  estimate  as  sufficient  to  cover  the  cost  of  any  goods  which  he 
might  require  in  the  interval  of  his  visits  to  the  store.  Of  course  it 
would  be  desirable  to  give  interest  on  all  credit  balances,  but  there 
should  be  a stipulation  that  trading  deposits  should  be  limited  to  some 
specified  sum — say  £5  or  £10  ; this  would  obviate  any  danger  of  the 
society  being  flooded  with  deposits  in  exciss  of  what  were  really 
required  for  the  safe  conduct  of  its  business.  The  deposit  system 
would  also  answer  in  cases  of  the  special  credit  previously  mentioned, 
such  as  coal,  drapery,  furniture,  &c.,  if  the  difficulties  stated  by  the 
societies  are  really  insurmountable  in  any  other  way  ; but  we  imagine 
that  more  can  be  done  in  the  direction  of  clearing  away  these  special 
systems  of  credit  by  the  difierent  societies  interested  comparing  notes 
with  each  other  than  by  any  other  method. 

We  leave  this  matter  to  the  consideration  of  the  co-operative 
societies  generally,  but  esjiecially  to  those  societies  which  are  most 
interested  in  this  important  question,  by  reason  of  their  contact  with 
it  in  some  of  its  various  forms.  In  doin"  so  we  would  earnestly  urge 
them  to  use  their  best  endeavours  to  cut  ofl'  from  their  practice  all 
methods  which  cramp  or  confine,  or  in  any  way  tend  to  destroy,  the 
beneficial  influences  and  the  immense  possibilities  which  are  involved 
in  the  practice  of  thorough  co-operation. 
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